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Metheds and Standards for Establishing Payment Rates for Inpatient Hospltal Care

[

. Dedrodusiion

Medicaid reimbursement for inpatient hospital care s based on payment according to
diagnosis-related groups (DRG). These rates are rebased and the DRG weights are
recalibrated cpee every three years, Hospitals receiving reimbursement as eritical access
hospitals are not subject fo rebasing.

This state plan reflects the rebasing and recatibration implemenied October 1, 2015, The
current DRG payment is established throngh a base-year rate (2013) to which an annual
legislative index may be applied on July 1 of sach year.

The reimbursement amount is a blend of hospital-specific and statewide averags costs
reported by each hospital, for the routine and ancillary base and capital cost components,
per Medicaid discharge,

Direct medical education, indirect medical education, and disproportionate share
payments are made directly from the Graduate Medical Education and Disproportionate
Share Fund. They are not added to the reimbursement for claims.

2. Definitions

Certain mathematical or technical terms may have a speclfic meaning used in this
context. The following definitions are provided to ensure understanding amount gli
partes,

“Adolescent” means & Medicaid patient 17 vears of age or younger.
“dduli” means & Medicaid patient 18 years of age or older.

“4verage daily rate” means the hospital’s final payment rate muitiplied by the DRG
weight and divided by the statewide average length of stay for 8 DRG.

“Base-year cost report” means the hospital’s cost report with g fiscal year ending on or
after January 1, 2013 and before January [, 2013, Cost reports shall be reviewed using
Medicare cost reporting and cost reimbursement principles for those cost-reporting
periods,

For cost reporting periods beginning on or after July 1, 1993, reporteble Medicaid
administrative and general expenses ares allowable only 1o the extent that they are defined
as allowable using Medicare Reimbursemnent Principles or Health Insurance
Reimbursernent Manuel 15 (HIM-15),
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Appropriate, reportable costs are those that meet the Medicare (or HIM-15) principles, are
reasonable, and are directly related to patient care. Costs are considered to be reasonable
when they do not exceed what a prudent and cast-conscious buyer would pay for a given
item or service. ' : ' '

Inclusion in the cost report of costs that are not directly related to patient care or are not in
accord with Medicare principles of reimbursement is not appropriate. Examples of )
administrative and general costs that must be related to paticnt care to be a reportable cost
are: : ' :

Advertising

Promotional items

Feasibility studies

Dues, subscriptions or membership costs '

Contributions made to other organizations

Home office costs

Public relations items
_ Any patient convenience items - _

Management fees for administrative services

Luxury employee benefits (i.¢., country club dues)

Motor vehicles for patient care '

Reorganization cosls

e @ 6 6 ¢ b 6 e 0 & b

 “Blended base amount” means the casc-mix-adjusted, hospital-specific operating costs per
discharge associated with treating Medicaid patients, plus the statcwide average, case-mix-
adjusted operating cost per Medicaid discharge, divided by two. This base amount is the
value to which add-on payments for inflation and capital costs are added to form a final
payment rate. The costs of hospitals receiving reimbursement as critical access hospitals
during any of the period of time included in the base-year cost report are not used to -
determine the statewide average, case-mix-adjusted operating cost per Medicaid discharge.

~ For purposes of calculating the dispropertionate share rate only, a separate blended base '
amount is determined for any hospital that qualifies for a disproportionate share payment - '

- only as a children’s hospital based on a distinct area or areas serving children, using only
the case - mix adjusted operating cost per discharge associated with treating Medicaid
patients in the distinct area or areas of the hospital where services are provided
predominantly to children under 18 years of age. ' '
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“Blended capital cosfs” means case-mix-adjusted hospital-specific capital costs, plus state- -
wide average capital costs, divided by two.” The costs of hospitals receiving reimbursement
as critical access hospitals during any of the period of time inchided in the base-year cost -
report are not used in determining the statewide average capital costs. For purposes of
calculating the disproportionate share rate only, separate blended capital costs are

~ determined for any hospital that qualifies for a disproportionate share payment only as a
children’s hospital based on a distinct area or areas serving children, using only the capital

costs related to the distinct area or areas of the hospital where services are provided:

predominantly to children under 18 years of age.

“Capital costs” means an add-on to the blended base amount which shall compensate for
Medicaid’s portion of capital costs. Capital costs for building, fixtures, and movable '
equipment are defined in the hospital’s base-year cost report, are case-mix adjusted, are
adjusted to reflect 80% of allowable costs, and are adjusted to be no greater than one. -
standard deviation off the mean Medicaid blended capital rate. For purposes of calculating
the disproportionate share rate only, separate capital costs are determined for any hospital
that qualifies for a disproportionate share payment only as a children’s hospital based on a
distinct area or afeas serving children, using:only the base year cost report information

- related to the distinct area or areas of the hospital where services are provided
predominantly to children under 18 years of age.

 “Case-mix adjusted” means the division of the hospital-specific base amount or other -
applicable components of the final payment rate by the hospital-specific case-mix index.
For purposes of calculating the disproportionate share rate only, a separate case-mix
adjustment is determined for any hospital that qualifies for a disproportionate share
payment only as a children’s hospital based on a distinct area or areas serving children,
 using the base amount or other applicable component for the distinct area or areas of the
- hospital where services are provided predominantly to children under 18 years of age.

“Case-mix index’” means an arithmetical index used to measure the relative average
costliness of cases treated in a hospital as compared to the statewide average. For PUrposes
of calculating the disproportionate share rate only, a separate case-mix index is determined
for any hospital that qualifies for a dispr’oportion’até share payment only as a children’s
hospital based on a distinct area or areas serving children, using the average costliness of
cases treated in the distinct area or areas of the hospital where services are provided
.predominantly to children under 18 years of age. R :

“Children’s hospitals” means hospitals with inpatients predominantly' under 18 years of
age. For purposes of qualifying for disproportionate share payments from the graduate
medical education and disproportionate share fund, a children’s hospital is defined as a
duly licensed hospital that:
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¢ Either provides sexvices predominately under 18 years of age or includes a distinct area
or areas that provide services predominantly to children under 18 years of age, and

¢ Is a member of the National Association of Childsen’s Hospitals and Related
Institutions,

“Cost outlier” means a case that has an extraordinarily high cost, so as to be eligible for
additional payments above and beyond the initial DRG payment,

“Dlugnosiv-related group (DRG)” means & group of similar diagnoses based on patient
age, organ systems, procedure coding, comorbidity, and complications.

“Direct medical education costs” means costs directly associated with the medical
education of interns and residents or other medical edncation programs, such as a nursing
education program or allied health programs, conducted in an inpatient setting, that qualify
for payment as medical education costs under the Medicare program. The amount of direct
medjcal education costs is determined from the hospital’s base-year cost repoxts, and is
inflated and case-mix-adjusted in determining the direct medical education rate, For
purposes of calculating the disproportionate share rate only, separate divect medical
education costs are determined for any hospital that qualifies for a disproportionate share
payment only as a children’s hospitel based on a distinct area or areas serving children,
using only costs assoclated with the distinct area or areas in the hospital where services are
provided prc;dominantly to children under {8 years of age.

Payment for direct medical education costs is made from the Gradvate Medical Education
and Disproportionate Share Fund and is not added to the reimbursement for claims.

“Direct medical educatlon rate” means a rate caleulated for a hospital reporting medical -
education costs on the Medicare cost report (CMS8+2552), The rate is calculated using the
following formula; Direct medical education costs are multiplied by inflation factors, The
result is further divided by the hospital’s case-mix index, then is divided by net discharges,
For purposes of calenlating the disproportionate share rate only, a separate direct medical
education rate is determined for any hospital that qualifies for a disproportionate share
payment only as a children’s hospital based on a distinet area or areas serving children,
using the direct medical education costs, case-mix index, and net discharges of the distinot
atea or areas in the hospital where services are provided predominantly to children under
18 years of age.

“Disproportionate-share papment” means a payment that shall compensate for costs
associated with the treatment of a disproportionate share of poor patients. The
disproportionate-share payment is made directly from the Gradnate Mediceal Education and
Disproportionate Share Fund and is not added to the reimbursement for claims,
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“Disproportionate share percenrfage” means either (1) the product of 2 % percent
multiplied by the number of standard deviations by which the hospital’s own Medicaid
inpatient utilization rate exceeds the statewide mean Medicaid inpatient wiilization rate
for all hospitals, or (2) 2 V2 percent, A separate disproportionate share percentage is
determined for any hospital that qualifies for a disproportionate share payment only as a
children’s hospitel, using the Medicaid irpatient utilization rate for children under 18
vears of age at the time of admission in all distinet areas of the bospitel where services
are provided predominantly to children under 18 years of age.

“Disproportionafe share rate” means the sum of the blended base amount, blended
" capital costs, direct medical education rate, and indirect medical educstion rate multiplied
by the digproportionate shere percentage.

“DRG weight” means a number that reflects relative resource consumption as measured by
the relative charges by hospitals for cases associated with each DRG. The lowa-specific
DRG weight reflecis the relative charge for treating cases classified in a particular DRG
compared to the averege charge for treating all Medicaid cases in all lowa hospitals.

“Fingi payrment rate” means the aggregate sum of the two components (the blended base
amount and capital costs) that, when added together, form the final dollar value used to
calculate each provider’s reimbursement amount when multiplied by the DRG weight.
These dollar values are displayed on the rate table listing.

“Fuli DRG fronsfer” means that a case coded as a transfer to another hospital shall be
considerad to be a normel claim for recalibration or rebasing pwrposes if payment is equal
to or greater than the full DRG payment.

“Graduate Medicel Education and Disproporficnate Share Fund” means a
reimbursement fund developed as an adjunct reimbirsement methodology to directly
reimburse qualifying hospitals for the direct and indirect costs associated with the operation
of gradusate medical education programs and the costs associated with the treatment of a
disproportionate share of poor, indigent, nonreimbursed, o1 nominally reimbursed patients.

“Graduaie Medical Education and Disproporiionate Share Fund (GME/DSH Fund)
Apportionment Claim Set” means the hospital applicable Medicaid claims paid from
Tulyl, 2015 through Fung 30, 20616,

“High vest adinstment” shell mean an add-on to the blended base amount (considered part
of the blended base amount), which shall compensate for the high cost incurred for
providing services to medical assistance patients. The high cost adiustment add-on is
effecuve for the time period of July 1, 2004 through June 30, 2005.

“Trplementation Year” means October §, 2015,

BLT -1
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«Indirect medical education cosis” means costs that are not directly associated with
running a medical education program, but are incurred by the facility because of that
program (for example, costs of maintaining a more extensive library to serve those

educational needs).

The mdlrect medical education payment is made from the Graduate Medical Education and
D1sproport10nate Share Fund and is not added to the relmburscment for cla;ms

“Indirect medzcal educatwn rate * means a rate calculaicd as follows

o The statewide average case-mix adjusted opcratmg cost per Medicaid discharge
divided by two, added to the statew1de average capital costs divided by two.

¢ Theresulting sum is then multlphed by the ratio of the number of full-time eqmvalent
interns and residents serving in a Medicare-approved hospital teaching program divided
by the number of beds included in hospital departmenis served by the interns® and -
residents’ program and is ﬁ.lrther multlphed by 1.159.

: For. purposes of calculatmg the dlspropornonate share rate only, a separate indirect -
medical education rate is determined for any hospiial that qualifies for a _
d1sproport1onate share payment only as a children’s hospital based on a distinct area or
areas serving children, using the number of fill-time equivalent interns and residents .
and the number of beds in the distinct area or areas in the hospital where services are
provided predommantly to children under 18 years of age
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TN Mo,

“Frfler” means g case where the length of stay or cost of reatment falls within the actual
caloulated length-of-stay criteria, or the cost of treating the patient is within the cost
boundaries of 2 DRG payment.

“Long-siay cutiier” means s case that hag a2 length of siay that is greater than the
caloulated length-of-stay parameters, as defined with the length-of-stay calculations for
that DRG.

“Low-ircome yiilizaton rafe” means the ratio of gross billings for all Medicaid, bad
debt, and charity care patients, including billings for Medicaid enroliees of managed care
organizations and primary care case management organizations, to fotal billings for all
patients. Gross billings do not include cash subgidies recetved by the hospital for
inpatient hospital services except as provided from state or Jocal governments. A
seperate low-inceme utilization rate is determined for any hospital gualifying or seeking
to quelify for a digproportionate share payment ag a children’s hospital, vsing only
billings for patienis undet 18 years of age at the time of admission in the distinet arsa or
areas in the hospital, where services are provided predominantly fo children vnder 18
years of age.

“Medicaid-vertified unit” means a hospital-based substance abuse, psychiatric, neonatal,
or physical rehabilitadon unit thet is certified for operation by the lowa Department of
Inspections and Appeals on or after October 1, 1987, Medicaid certification of substance
abuse, psychiatric, and rehabilitation units is based on the Medicare reimbursement
criteria for these units. A Medicare-certified physical rehabilitation unit or hospital in
enother state is considered Medicaid-certified.

“Aedicaid cleim set” means the hospital applicable Medicaid claims for the period of
January 1, 2012 through December 31, 2013 and paid through March 31, 2014,

“Medicaid inparient wéilization rate” means the number of total Medicaid days,
including days for Medicaid enrollees of managed care organizations and primary care
case management organizations, both in-state and out-of-state, and lowa state indigent
patient days divided by the number of total inpatient days for both in-state and out-of-
state recipients. Children’s hospitals, including hospitals qualifying for
disproportionate share as a children’s hospital, receive twice the percentage of inpatient
hospital days attributable to Medicaid patients. A separate Medicald inpatient
utilization rate is determined for any hospital qualifying or sesking to qualify fora
disproportionate share payment as & children’s hospital, using only Medicaid days,
Tows state indigent patient days, and total inpatient days attributable fo patients under
1% years of age at the time of admission in all distinct areas of the hospital where
services are provided predominantly to children under 18 years of age.

“Neonatal infensive care ureif” means a neonatal unit designated level I or level I unit
using standards set forth in Section 19, Payment for Medicaid-Certified Special Units.

iA-15.021 Effective
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“Medicaid claim set” means the hospital applicable Medicaid claims for the period of
January 1, 2006 through December 31, 2007 and paid through March 31, 2008."

“Medicaid inpatient utilization rate” means the number of total Medicaid days,

- including days for Medicaid enrollees of managed care organizations and primary care
case management organizations, both in-state and out-of-state, and Iowa state indigent
patient days divided by the number of total inpatient days for both in-state and out-ofs
state recipients. Children’s hospitals, including hospitals qualifying for disproportionate
share as a children’s hospital, receive twice the percentage of inpatient hospital days -
atiributable to Medicaid patients. A separate Medicaid inpatient utilization rate is’
determined for any hospital qualifying or seeking to qualify for a disproportionate share

* payment as a children’s hospital, using only Medicaid days, Iowa state indigent patient
days, and total inpatient days attributable to patients under 18 years of age at the time of
admission in all distinct areas of the hospital where services are provided predominantly
to children under 18 years of age. S ' : : g

' “Neonatal infensive care urit” means a neonafal unit designated level i or level T unit
 using standards set forth in Section 19, Payment for Medicaid-Certified Special Units.
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“Net allowable hospital-specific base costs” means the hospital-specific base costs or
charges, as reported, from which has been subtracted the costs associated with capital and -
direct medical education, as well as calculated payment amounis associated with mdn’ect
medical educatlon, transfers, outlzers and physmal rehabﬂltatmn services.

_ “Net discharges” means total dlscharges minus transfers and short-stay outhers

“Net number of hospltal-speclfic Medlcald dlscharges” means the total number of
Medicaid discharges reported by a hospltal less the actual number of transfer cases and
' .short-stay outhers .

“QOutlier” means a case that has an extremely short or long length of stay (day outhers) _
or an extraordmanly high cost (cost outher) when compared to other dxscharges classified
* in the same DRG.

“Quality 1mprovement organization (QI0)” means the organization that performs
medical peer review of Medicaid claims, including review of validity of hospital '
diagnosis and procedure coding information; completeness, adequacy, and quality of
care; appropriatencss of admission, discharge, and transfer; and appropriateness of a
representative sample of prospechve—payment outher cases. :

“Rate-table hsnng” means a schedule of rate payments for each prev1der The rate table
listing is defined as the output that shows the final payment rate, by hospital, beforc bemg
multlplled by the appropnate DRG weight. .

“Rebasing” means the redetsmunatlon of the blended base amount or the capﬂal cost
components of the final payment rate from more rccent Medlca;d cost report data.

_ “Recahbratmn” means the adjustrnent of all DRG We1ghts to reﬂect changes i in relatwc
TESOUrce consumptlon

“Shnrfastay day outlier” means a case that has a length of s{ay that is less than the
calculated length-of-stay parameters, as defined within the length-of-stay calculations.

‘“Transfer” means the movement of a patient from a bed ina non-Medicaid—certiﬁed unit .
of a hospital to a bed in a Medicaid certified unit of the same hospltal or {o another
hospital. o

: : - JUL - % 2010
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3.

TN No. -

Deﬁnition' of AHOWa‘ble Costs

Allowable costs are those déﬁned as allowable in 42 CFR, Part 413, except as o
specifically excluded or restricted in the state plan. : -

Costs are allowable only to the extent that they relate to patient care; are reasopable,
ordinary and necessary; and are not in excess of what a prudent and cost-conscious buyer
would pay for the given service or itemm. Only those costs are considered in calculating
the Medicaid Inpatient reimbursable cost per discharge for the purpose of this plan. '

Explanation of the Cost and Rate Calculations

The base-jfcar allowable costs used for determining the hospital-specific cost per

discharge and the statewide-average cost per discharge can be determined by using the
individual hospital’s base year Medicare Cost Report (CMS-2552), Worksheets D-1 and
D-4, as sebmitted to the state. : _ o - :

The total number of Medicaid discharges can be determined from documents labeled

PPS-1 and PPS-2. Worksheet S-3 in the report or the MMIS claims documentation
system. o . ' ' _ . S

a. Calculation of Hospital-Specific and Statewide Net Medicaid Dischzi’rges' :

The total number of Medicaid discharges is determined from the number reported in -

the cost report or the MMIS claims documentation system. Subtracted from this total -
number of discharges for each hospital are discharges that have been paid as transfers.
or short-stay outliers. ' o ' o ' o

This number is known as the net hospital-specific number of discharges. To arrive at
_ the statewide net number of discharges, all net hospital-specific numbers of S
~ discharges are summed. For purposes of calculating the disproportionate share rate
only, separate discharges are determined for any hospital that qualifies for a- - N
disproportionate share payment only as a children’s hospital based on a distinct area
or areas serving children, using the costs, charges, expenditures, payments,
discharges, transfers, and outliers attributable to the distinct area or areas in the
hospital where services are provided predominantly to children under 18 years of age. =

b. Calculation of théiHospital—Spéciﬁc Case-Mix-Adjusted Average Cost Per .
Discharge

As determined from the base-year cost report, the hospital-specific case-mix adjusted
_ average cost per discharge is calculated by starting from: -

- MS-08-027 | Effective | ocT -1 2008
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The lower of total Mediéaid costs or cov;ared reasonable charges for each Iowa |
bospital (LOCOC) less 20% of capital expenses |
— The remaining 80% of actual costs reported for capital expendjt;lrés
~ The actual costs reported for direct medicalréducation - o
— Calculated-ﬁa.yments for n'on—ﬁ_lll DRG transfers ~ |
= Calculated payments made fd_f outliers

- — Payment made for physical rehabilitation (if included)

— Payment made for inpatieﬁt psychiatric services (if included)

=  Net allowable base costs or charges '

The net allowable Base COSsis or charge_:s amouﬁt is then inflated, case-mix adjnsted

and divided by the net number of hospital-specific Medicaid discharges to obtain the

hospital-specific case-mix-adjusted average cost per discharge, as shown: o
- Net allowable base costs or charges

_ . X Hospital inflation update factor
= Inflated net allowable base cost

+ Hospital-specific case-mix index

- = Inflated, case-irﬁx—adjusted net all_owable base costs or _chargES

+ Net hospital-specific Medicaid discharges (less non-full DRG transfers and
short stay outliers) - T ' A -

'.mHospital-specif'ic-: case-mix-adjusted average cost per'dis‘charge. PO

-y
g

For purposes of calculating the disproportionate share rate only, a separate hospital-
specific case-mix adjusted average cost per discharge is calculated for any hospital
that qualifies for a disproportionate share payment only as a children’s hospital based
on a distinct area or areas serving children, using the costs, charge, expenditures, '
- payments, discharges, transfers, and outliers attributable to the distinct area or areas
~ in the hospital where services are provided predominantly to children under 18 years
" of age. : - ' .

. INNo. MS-06-010 | Effective  OCT 71 2095 |
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o Calculation of the Statewide A‘s?erage Case-Mix-Adjusted Cost per Discharge

. The statewide average case-mix-adjusted cost per discharge is calcnlated from: '
The LOCOC figures for cach Jowa hospital, except those receiving reimbursement as -
critical access hospitals during any of the period of time included in the base-year '
cost report, less 20% of actual capital €osts as reported '
— The remaining 80% of hospitahspeciﬁc capital costs u
— Hospital-specific direct medical education costs
— All hospital-specific payments for transfers
— All hoépitﬂ—spéciﬁc payment for outliers " _
~ Al hospital-specific payments for physical rehabilitation (if inciuded in above) ~
- AJ]-hOSfpital_-Specific payments for inpatient psychiatric seryicgs (if included in

“above) | ' | '

— _All hospital-specific payments for indirect ﬁ;edical education

= Hospital-specific net base cost for statéwide average -

%
%,

TN No. . . MS06-010  Effective_ OcT -1 2006 |
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' The hospital-specific net base cost for the statewide average is then case-mix adjusted.

Net hospital-specific base cost for statewide average

- (Total number of lowa Medicaid discharges minus the number of non-full DRG .
transfers and shoxt-stay outliers) R . _

= Case-inix-adjusted hospital-specific base costs for statewide aﬁerage

Next, to arrive at the statewidé averagé cost per discharge, sum all the case-tix-
adjusted hospital-specific base cosis for the statewide average from above, and divide
by the total number of net Medicaid discharges for all Towa hospitals.
+ Hospital 1 case-mix-adjusted base costs ' -
+ Hospital 2 case—mii_-adjusted base costs
+ Hospital 3 case-mix-adjusted base costs - -
+ Hospital N casc-mix-adjusted base costs
- = Sumof case-mix-adjusted statewide allowable base costs
"= Sum of the statewide net Medicaid discharges
A less non-full DRG transfers and short-stay outliers)
- = Statewide average case-mix-adjusted cost per discharge

. d. - Caleulation of thé Final B_lended Bﬁée,Rate

To calculate the final blended base rate, the hospital-specific case-mix-adjusted cost -
. per discharge is added to the statewide average case-mix-adjusted cost per discharge
and divided by 2. o S : .

5. Calculation of the Capital Component to the Final Blended Base Rate

Added to the final blended base rate is a component that reflects the individual hospital’s
cost for capital-related expenditures. The capital cost component is a 50/50 blend of -
hospital-specific capital costs and statewide average capital costs. . U

The capital-related costs are found ia the last columm of CMS-2552, Worksheet B, Part o
and Part IIL. These costs are then apportioned to Medicaid using Medicaid paticnt days and
ancillary charges. Routine costs are reflected in Worksheet D, Part . Ancillary costs are
reflected in Worksheet D, Part 11, Cost report data for hospitals receiving reimbursement as
critical access hospitals during any of the period of time included in the base-year cost
report is not used. ' S

TN No. o Ms05-%%  approved UL 1 2009
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The capltal component is calculated by taklng the sum of the routine and ancillary capital-
related costs from the submitted Medicaid cost report, multiplying by 80%, dividing by the
hospital-specific case-mix index and then dividing by the net number of Medwend

- discharges for that hospital.

Hospitals whose blended capital add-on exceeds one standard deviation from the mean
Medicaid capital rate will be subject to a reduction in their capital add—on to equal the
 greatest amount of the first standard devmtmn :

‘The sum of the hospxtal—spcmﬁc routme and ancﬂlary cap1ta1 costs multlphed by 0. 8 '
+ Hospital-specific case-mix index

= Case-mix-adjusted capital cost component '

+ Net number of hospital-specific Medicaid discharges

= Case-mix-adjusted hospital-specific capital cost per discharge

* For purposes of calculating the disproportionate share rate only, a separate case-mix-
adjusted hospital-specific capital cost per discharge is calculated for any hospital that
qualifies for a disproportionate share payment only as a children’s hospital based on a
distinct area or areas serving children, using the discharges and routine and ancillary capital.

* costs multiplied by 0.8, attributable to the distinct area or areas in the hospital where '

- services are provided predommantly to children under 13 years of age.

The statewide average capital cost per dlscharge is determined by adding together all

hospital-specific case-mix-adjusted capital costs for all lowa hospitals. This total is divided
" by the total statewide number of net Medicaid discharges. The total number of net
_discharges is calculated by adding together all the hospital-specific net discharge figures for

all lTowa Medicaid discharges. Net discharges are defined within Section 4, paragraph (a).

+ Hospital 1 case-mix-adjusted capital costs "

+ Hospital 2 case-mix-adjusted capital costs
+ Hospital 3 case-mix-adjusted capital costs -

+ Hospital N case-mix-adjusted capital costs

=" Statewide total case-mix-adjusted capital costs . -
+ Statewide total number of net Medicaid discharge |
= Statewide average caSe—rhix-—&djusted capital cost per discharge

The blended capital cost component is determined by adding together the hospital-specific
‘case-mix-adjusted capital cost per discharge and the statewide average case-mix-adjusted
capital cost per discharge and d1v1d1ng by 2. This blendcd Capltal rate component is added
to the ﬁnal blended base rate. '

TNNo. -~ . MS-03-12 '-  Bffecive  Ouwly (2002
Supersedes TN No. MS-02-25 . “Approved AUg 3 0 2005
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6. Calculation of the Direct Mediéai .Educatiem Rate

Direct medical education costs are reflected in the cost repott when a facility operates &

program that qualifies for medical education reimbursement under Medicare. The routine -
" costs are found in the cost report in Worksheet D, Part IiL Ancillary costs are found on-

Worksheet D, Part IV. These costs are apportioned to Medicaid on the basis of Medicaid
~ days and ancillary charges. SR . P ' :

The total hospital-specific routine and ancillary direct medical education costs are added
together and multiplied by inflation factors. This result is further divided by the hospital’s o

‘case-mix index, then is divided by the net number of Medicaid discharges for that hospital.
This formula is limited by funding availability that is legislatively appropriated.

 Routine medical education costs (Worksheet D, Part 111)' | :
"+ Ancillary medical education costs (Worksheet D, Part V)

Hospital-specific total direct medical education costs
x Inflation factors ' - 3 _
‘Hospital-specific total inflated direct medical education cost

i

it

+ Hospital-specific case-mix index : .
= Case-mix-adjusted hospital-specific direct medical education ct_ists
+ Net hospital-specific number of net Medicaid discharges
= Hospital-specific case-mix-adjusted inflated direct medical education cost per B
" discharge S : : ' S

For purposes of calculating the disproportionate share rate only, a separate direct medical
education rate is determined for any hospital that qualifies for a disproportionate share .
payment only as a children’s hospital based on a distinct area or areas serving children,
using the direct medical education costs, case-mix, index, and net discharges of the distinct
area or areas in the hospital where services are provided predominantly to children under 18
years of age. s ' : - ' ' -

: . . H . _1 oy
TNNo. . - MS-05-009 . Effective _ JUL 2005

 Supersedes TN No.  MS-04-07 ' - Approved SEP 26 2002
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For purposes of calculating the disproportionate share rate only, a separate direct medical
education rate is determined for any hospital that qualifies for a disproportionate share
payment only as a children’s hospiral based on a distinct area or areas serving children, -
using the direct medical education costs, case-mix, index, and net discharges of the distinct
area or areas in the hospital where services are provided predominantly to children under 18

years of age.

™o MS-04-07  Blfective Jut -1 2004
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7. .Calculatwn of the Dlsproportlonate-Share Rate

The dlsproportlonate share rate 18 detenmned using the following fo;:mula Sum the _
blended base amount, blended capital costs, direct medical education rate, and indirect
mechcal educatmn rate. Mult1ply this sum by the disproportionate share percentage.

8. | Calculation of the Indlrect Medlcal Educatwn Rate

The indirect medlcal educauon rate is determmed usmg the followmg formula

¢ The stalewide average case-mix adjusted operating cost per Medicaid dlscharge
divided by two, added to the statew1dﬁ average capltal costs, chv:ldf:d by two.

¢ The resulting sum is then mulﬁphed by the ratio of the number of fu]l-ume eqmvalent

interns and residents serving in a Medicare-approved hospital teaching program divided”

by the number of beds included in hospital departments served by the interns’ and -
residents’ program and is further mu.ltlphed by 1 159. S

" ¢ For purposes of calculatmg the disproportionate share rate cmly, a separate indirect |
' medical education rate is determined for any hospital that qualifies for a
disproportionate share payment only as a children’s hospital based on.a distinct area or
areas serving children, using the number of full-time equivalent interns and residents
- and the number of beds in the distinct area or areas in the hosp1ta1 where services are
provided predominantly to chlldrcn under 18 years of age.

o TN No. MS-02-25 - Effective O/ : 09-'
: Supersedes TN No. ~ MS-01-32 : Approved / 9\ ‘ m) ‘ O’?"
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%, Trending Reimbursement Rates Forwars

The final payment rate for the current rebasing uses the hospital’s base-year cost
report. The only adjustments made to this rate are for fraud, abuse, and material
changes brought about by cost report re-openings dons by Medicare or Medicaid.

‘The rates have been trended forward using inflation indices of
State Fiscal Year 2000 — 2.0%
State Fiscal Year 2001 —~ 3.0%
State Fiscal Year 2002 - (3.0%)
State Fiscal Year 2003 — 0.0%
State Fiscal Year 2004 - 0.0%
State Fiscal Year 2005 - 0.0%
State Fiscal Year 2006 -~ 3.0%
State Piscal Year 2007 ~ 3.0%
State Fiscal Year 2008 — 6.0%
State Fiscal Year 2009 - 11.0%
December 1, 2009 — {5.0%)
October 1, 2010 - 20.46%, except for the University of Towa Hospitals and
Clinics and cui-of-state hospitals. _
. Angust 1, 2011 —~ 76.94%, except for the University of lowa Hospitals and
Clinics and out-of-state hospitals.
. October 1, 2011 — (41 18%), except for the University of lowa Hospitaks and
Clinics and out-of-state hospitals.
November I, 2011 - 5.72%
July 1, 2612 - 9.89%, except for the University of Towa Hospitals and Clinics
and ouf-of-state hospitals. This rate ncrease s effective for services
rendered during July 1, 2012-September 30, 2012.
Q. Taly 1, 2013 — 1.00%
R. Gctober 1, 2015 - 0.0%

MRS O PEH OO

2z B

O

Rates of hospitals receiving refmbursement as eritical access hospitals are not
trended forward using inflation indices.

For purposes of calculating the hospital mflation update factor, the original payments
from the base-year Medicaid claim set are aggregated for all hospitals that submitted
cost report data (excluding critical access hospitale). The total payment amount is
then adjusted for any applicable legislative appropriations affecting budget
neutrality. The resulting total becomes the target payment amount for budget
neutrality.

The initial blended base rates are caleulated with a hospital inflation factor update of
1.0. Onee initial blended base rates are calculated, Medicaid claim set payments are
modeled using blended base rates. Total calculated payments for participating
hospitals are then compared o the target payment amount for budget neutrality.

TNNo JA-15-021 Effective 0T -1 798 |
Supersedes TN No.  JA-13-016 Approved fjw\é gg 2048 J
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TN No.

14,

1
Supersedes TH Neo.  IA-1

The difference between modeled claim payments and the target payment for budget
neuirality is used to caleulate a hospital inflation update trending factor. The new
hospital inflation update trending factor is then applied in the blended base rate
calculation. Updated base rates are used to medel Medicaid claim set payments.
The new caleulated payments are then compared to the target payment amount for
budget neutrality.

This process is repeated uatil new calculated payments result in the target payment
amount for budget newirality.

Ceilings and Upper Limit Reguirements

Medicare and Medicaid principles of reimbursement require hospitals to be paid at
the lower of customary charges or reasonable cost. This principle is not altered by
the DRG reimbursement methodology.

At the end of the cost reporting period, the aggregate covered charges for the period
are determined and compared io the aggregate payments made to the hospital under
the DRG payment methodology (before any subtraction of third-party payments). Tf
ihe aggregate covered charges are less than the aggregate payments made using the

DRG rates, the amount by which payments exceed the covered charges is requested
and collected from the hospital

This adjustment is performed each year at the end of the hospital’s fiscal year, and
does not have any impact upon the DRG rates that have been caleulated for the next
vear. There 13 no carryover of unreimbursed costs into futurs periods under this DRG
reimbursement methodology.

The total payments for Medicaid are determined as if this aggregate customary
charge per day had been used. Final payment for the cost reporting period in
question 8 made to each hospital at a per-day amount not to exceed its aggregate
customary charge per day. This test is applied on a hospital-by-hospital basis.

peT -1 205
15-071 Effective er -120
1-828 Approved K % % 7015
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In accordance with 42 CFR 447.271, as part of the final settlement process, the IME
Provider Cost Audit and Rate Setting Unit determines each hospital’s total inpatient
customary charges for all patients and total days for all patients during the cost reportmg

period. This is converted to an aggregate customary charge per day.

TN No. 1A-12-017 Effective

Supersedes TN No. N/A — New Page. Approved MAY 29 2013
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In establishing payment rates for inpatient hospital services, the State is govemned by 42
CFR 447.272. In its present form, the provisions of 42 CFR 447272 are summarized
below. - o . SR ' _ :

In accordance with 42 CFR 447.272, as part 6f the final settlement process, the Medicaid. o
upper payment limit is determined. ' S o

In accordance with 42 CFR 447.272(a), the application of upper payment limits applies to -
rates set to pay for inpatient services furnished by hospitals within one of the following
categomes: : ' : S : : s _

¢ State government-owned or government-operated facilities

¢ Non-state povernment-owned or government-operated facilities

e Privately owned and operated facilities.

In sccordance with 42 CFR 447.272(b), payments to hospitals, aggregated by the categories

described in 42 CFR 447.272(a), may not exceed a reasonable estimate of the amount that

would be paid for the services furnished by the group of facilities under Medicare payment
. principles. - o S o S o

* In accordance with 42 CFR 447 272(c), excaptions._:are made for:

& Payments to Indian Health Service facilities and tribal facilities that are funded through
" the Indian Self-Determination and Education Assistance Act (PL 93-638), and

¢ Payments made in accordance with an approved state plan to hospitals found toservea
disproportionate number of low-income patients with special needs. -

To the extent applicable federal regulations are changed in the future, the State Plan will be -
further amended to reflect such changes. L o L D

| - o SEP 20 2008
TN No. - _MBS8-05-807 -~ .Approved B .
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1L Explanation nf Is}wa-Speclﬁc Reiatwe Weights |

: Dl&gﬂOSis-rcIated groups are categones established by CMS Elld dtstribuied by 3M. The.
number of DRGs is determined by CMS, and is updated when needed. -A DRG weight is
a relative value associated with the charge for treating a particular diagnosis when
compared to the cost of treating an average dlscharge The recalculation of the fowa-
specific welgh‘zs is called recahbraung - :

' Iowa—speclﬁc weights have been calculated using the Medmazd claim set. ‘The
recalibrating includes all normal inlier clmms, the estimated inlier portion of long-stay
outliers, transfer cases where the payment is greater than or equal to the full DRG
payment, and the estimated inlier portmn of cost-ontlier cases. Short-stay outhers and
tremsfer cases where the final payment is less than the full DRG payment are discarded
from that group. This group is known as “trunmed claims.” :

a, Iowa-specxﬁc welghts are calculated with Medzcaud cost data, less indirect mcdlcal
education, from the Medicaid claim set using trimmed claims. Indirect medical
* education cost is caleulated by multiplying the cost of each claim by the Medjcare -+
indirect medical education percentage formula of: 1.35 *((1 + the ratio of intetns aad
' zesident to beds)™* — 1), Medicaid cost data for hospitals receiving reimbursement as
critical access hospitals during any of the period of time included in the base-year
. cost report shall not be used in calcuiatmg 1owa-spec1fic weights.

One we1ght is demnnmed for each DRG except for Medwaid-cemﬁed syecﬂal upits,

as defined in Section 19, There are multiple weights for the DRGs affected by those
Medicaid-certified special units. The weight used for payment correspofids to the
certiﬁcation level of the speciﬁc hos’pital Wcights are detcrmined as foHOWS'

" 1. Determine the statemdc geometnc mean cost for all cases classﬁied ineach
DRG _

2. Compute the statew1de aggregate geometric mean cost for each DRG by
- multiplying the statewide geometric mean cost for each DRG by the total number.
of cases class1ﬁed in that DRG." _

3, Sam. the statewide aggregate geometrlc mean costs for ali DR.GS and dwlde by the
total mmnber of cases for all DRGs to determine the we:ghted average gcometnc
mean cost for all DRGs. :

4, Divide the statewide geometric mean cost for each DRG by the weighted avemge L
" geometric mean cost for all DRGs to denve the lowa-specific welght for each
DRG. _ _

5. Nonnahze the nghts so that the average. case has a wei ght of one.

TNNo.  MS11028 Bffective NOV —1.20%
Supersedes TN No.  MS-08-027 : Approved Mjﬁ 132012
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 b. The hospital-specific case-mix index is computed by taking each hospital’s trimmed

claims from the hospital’s base-year cost reporting period, summing the assigned .
DRG weights associated with those claims and dividing by the total number of '
‘Medicaid trimmed claims associated with that specific hospital for that period. Case-
mix indices are not computed for hospitals receiving reimbursement as critical access
hospitals, For purposes of calculating the disproportionate share rate only, a separate

 hospital-specific case-mix index is computed for any hospital that qualified for a
disproportionate share payment only as a children’s hospital, using only claims and
associated DRG weights for services provided to patients under 18 years of age at the
time of admission in all distinct areas of the hospitals where services are provided

- predominantly to children under 18 years of age. B -

TN No. - MS-08-027 - Effective 007 -1 2N .
. Supersedes TN No.. MS-05-028 . Approved : JAN 2 8 7009 R coe |
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Calculation of H@spétal-speciﬁc DRG Payment

The final payment rate, as defimed in Section 2, is used to determine the final payment
made to a hospital. This final payment rate is multiplied by the weight associated with the
patient’s assigned DRG. The product of the final payment rate times the DRG weight

~ results in the dollar payment made {0 a hospiial.

13.

Explanation of Additional or Reduced Payment to 2 Facility

_ Additional pé}r.ment is made for approved cases meeting or exceediné the Medicaid criteria
. for day and cost outliers for each DRG. For claims with dates of services ending July 1,

1993, and afier, 100% of outlier costs are paid to facilities at the time of remittance.

- Thresholds for the determination of these outliers are computed during the calculation of

the Towa-specific weights and rebasing. Reduced payments are incurred by a facility due to

* apatient’s unusually short length of stay {short-stay outliers).

- Long-stay outliers are incurred when a patieﬁt’s stay exceeds the upper day-limit threshold.

This threshold is defined as the lesser of the arithmetically calculated average length of stay
plus 23 days of care or two standard deviations above the average siatewide length of stay
for a given DR calculated geomerrically. Reimbursement for long-stay outliers is _
caleulated at 60% of the average daily rate for the given DRG for each approved day of stay
beyond the upper day limif. Payment for long-siay outliers is made at 100% of the ‘
calculated amount and is made when the claim is originally filed for DRG payment.

Short-stay outlisrs are incurred when a patient’s length of stay is greater than two standard

deviations below the average statewide length of stay ‘fo'r a given DRG, rounded to the next
highest whole number of days. Payment for short-stay outliers is 200% of the average daily
rate for each day the patient qualifies up to the fill DRG payment. ‘Short-stay outlier claims
are subject to QI review and payment denied for inappropriate adinissions. A

Cases qualify as cosi outliers wher costs of service in a given case exceed the cost
threshold. This cost threshold is determined to be the greater of two times the statewide
average DRG paymient for that case or the hospital’s individual DRG payment for that case
plis $16,000. Costs are calculated using hospital-specific cost to charge ratios determined
the basesvear cost reports. - . : . '

TNNo. Mg_oﬁguos' _ - Effective KoV % 3 2006
Supersedes TN Do, MS-05-008 . _ Approved Jyp =1 2008
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~ Additional paymsn{ for cost outhet 5 i3 80% ui ihe excess between the hospr[al’s cost for
the discharge and the cost threshold established fo define cost outhers. Payment of cost
outher amounts shall be paid at 106% of the caiculated amount and made when the claim is

Hospitals that are notified of any outlier review 1111t1ated by the lowa Medlcald Enterpnse
Medical Services Unit must submit all requested supporting data to the QIO within 60 days
of the recaipt of outlier review notification, or ontlier payment will be forfeited and
recouped

In addltlon any hospital may requesr a review for outlier payment by submlttmg :
documentaiion to the QIO within 355 days of receipt of the outlier payment. If requests are
not filed within 365 days, the provider 10%5 ihe nght to appeal or contest that payment.

. To verify that outlier costs are med,ually necessary and reasonable, the QIO seiects a 10%
random sample of cutlier cases identified from Medicaid claimns data for all JTowa huSyataaS
‘and bordel ng state hospitals. Th1s is & non-intensified rev1ew

QIO staii review the cases io perfu;m admission review, quahty TEVIEW, chscha.rge review,
and DRG validation. Questionable cases are referred to a physician reviewer for medical
necessity and guality of care concerns. Day outlier cases are reviewed to identify any -

medically unnecessary days w’mh are “carved out” 1f determining the qualifying outher
days. : ,

Cost outlier cases are reviewed for m~.,d1cal necess:ty of all services Urowded 1o ensure that
services were noi duplicatively billed, to determine if services were dctually provided, and
to determine if a physician ordered all services. The hospital’s itemized bill and remittance
statement are re“sriewsd in addmon to the med;cal record :

On a quarterly basus the QIO calculates demal rates for each facility based on completed
 reviews during the quarier. All outlier cases reviewed are included in the computation or

etror rates. Cases with denied charges that exceed $1,000 for mappmprnate or non-

medically necessary services or days axe coszad #s errors. :

] enmﬁed review ma) y be initiated for hcsmtals whase crror rate reaches or exceeds the

or-similar cases in other hospitals. Th& error tate is determingd based

: cted outlierreviews ina gliartay per ‘hogpital and the nirmber of those

' den:ted chiar Bes exceading $1,000. The number of cases sampled for hospitals under
inténsified review may change based on further professional judgment and the specific -
hospitai‘s outlier denial his [ory .

TN No. o MS-06-05 - Effective WOy 21 2006
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Specific areas for review will be identified based on prior outlier experience. When it is
. determined that a significant number of errors identified for a hospital is attributable to one
source, review efforts will be focused on the specific cause of the error. Tatensified review
- will be discontinued when the error rate falls below the norm for a calendar quarter.

Providers continue to be notified of all pending adverse decisions before a final _
determination by the QIO. If intensified review is required, hospitals are notified in writing
and provided with a list of the cases that met or exceeded the error rate threshold. When
intensified review is no longer required, hospitals are notified in writing. :

Hospitals with cases under review must subrnit all supporting data from the medical record to
the QIO within 60 days of receipt of the outlier review notifications, or outlier payment will -
be recouped and forfeited. ' e :

' Cases Qualifying as both day and cost outliers are givén additional payment as cost ontliers
only. ) _— - S S L _ ,

i4, Paynient foi‘ Transfers _
a. " Hospitals

. Wheﬁ a Medicaid patient is tréné.fened, the h-'ah'sfem'ng hospital or unit is paid = -
100% of the average daily rate of that hospital’s payment for each day the patient '
remained in that hospital or unit, up to 100% of the DRG payment. The hospital or
unit that received the transferred patient receives the entire DRG payment. - - '

b Meﬂica'id-Cerﬁﬁ'ed Substance Abuse | =

. When a patient is discharged to or from an acute care hospital and is admitfed to or -
from a Medicaid-certified substance abuse unit, both the discharging and admitting

~ hospitals receive 100% of the DRG payment. : e o

¢.  Medicaid-Certified Physical Rehabilitation and Psychiatric Units

~ ‘When a patient requiting medically necessary physical rehabilitation or psychiatric
services is discharged from an acute care hospital and admitted to a Medicaid-
certified rehabilitation or psychiatric unit, payment is made to the unit by a per diem
rate. The discharging acute care hospital will receive 100% of the DRG payment. -
When a patient is discharged from a physical rehabilitation or psychiatric unit to an
‘acute care hospital, the acute care hospital receives 100% of the DRG payment. -

TNNo. _ MS06010 ) Effective  0CT ~ 1 2006
Supersedes TN No. _MS-06-005 Appr_ovéd .. WAR 2 8 ZUB?.
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Readmission Policy

When a patient is discharged/transferred from an acute care hospital, and is readmitted
to the same acute care hospital within thirty (30) days for symptoms velated to, or for
evaluation and management of, the prior stay’s medical condition, the original claim
generated by the original stay will be adjusted by combining the original and
subsequent stay onto a single claim.

TN No, IA-15-007 Rffective JUl. 01 2013
Supersedes TN No,  1A-12-011 Approved APR 929 2016
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15, Recahbmﬁun of‘ Iowa~Specific Weights and Recaiwlatmn uf Base Amounts and
Capital Cost Add-ons '

: Iuwa»speczﬁc weights are caloulated with Medicaid cost daia fmm the Medlcmd

claim get. The DRG weights are recalibrated in the implementation year and every
three years thereafter. All hospital base amounts plus the capital cost add-on are

rébased in the implementation year and every three years thereafter, Cost Leports
used in rebasing will be the hospital fiscal year-end form CMS 2552, Hospital and
Healthcare Cornplex Cost Report, as submitted o Medicare in accordance with

. Medicare cost report submissions timelines for the hospita] fiscal year ending :
diring preceding calendar year, Ifa hospltal does not provide this cost repert to the

* Medicat fiscal agent by May 31 of & year in which rebasing oceurs, the most recent

. submitted cost report will be used with the additional of a hospital market basket -
index inflation factor. The hospital market basket index inflation factor will be
taken from the Health-Care Cost Review published by Global Insight, Inc. and shall
consist of the percent change yearly average for the “Global Insight Hospital
Market Bagket.” Hospitals receiving rvlmbursemﬂnt as critical acoess hospztal« do -
'nnt have base ameunts rebased. : : :

16, Groupings oF Classiﬁcation of Providers

~ No specml gmupmgs or classifications of prov:dcrs are establmhed under t}ns
- reimbursement methodology except state-owned facilities, as descnbed in Section
~ 8, Calculation of [nduect Medical Educahon Rate. _

‘ 17, Excephuns or Excmptions to the Rate-Settmg ‘Process _

Excepﬁons to the rate-scthng process wﬁl he made under the fol lowmg
circumstances: .

a, New, Expanded or Termmated Sewices

f Hospltals may offer new or expanded services or permancntly terminate a service.
This may inclade the purchase of capztal assets requmng certificate of need
appmvaL _

Hosp;tals shall submit a budget or other financial and statishcal mformanon no later
than 180 days before the effective date of the récalculation of the DRG rates.
. Budgets should be submitted following the completion of a project requiring the
certificate of need or Section 1122 approval by the Jowa Department of Public -
- Health according to rules at 641 lowa Administrative Code, Chapters 201 and 202,

TNNo. AR08 ) Bffective CONOY -1 0%
Supersedes TN No. _MS-08-027 Approved AR 132012
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These budgets and related mf()rmatlon are subject to desk review and field audit.

where decmed necessary. Upon completlon of the audits, DRG rates may be adj usted .

as indicated.

* . Failure of a hospital to submit the required information timely will result in no rate
increase associated with these assets or services when rebasing of base amounts and
capital cost add-ons is performed. When the hospital files documentation in a timely

" manner, the new rate will be made effcctwe at the ume new rates are established.

AUG 3 € 2003
TNNo. MS-03-12 B Approved 52 - _
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Fraud and Abusc 3

In cases thre fraud_artd abuse have been verified, the hospital’s DRG paymcnt' rate
will be adjusted. If the hospital’s base-year payment rate is subsequently determined
to have been based upon false or misleading information, an appropriaie adjustment

“will be made to the base-year rate, and all resulting overpayments will be recouped.

Jf the hospital’s DRG rate in any future period is determined to be changed based on

" false or misleading information, an appropriate adjustment will be made retroactive to
" the effective date of the rate change and all resulting overpayments will be recouped.

The fiscal agent does this by subtracting the recoupmcnt amount from payments to be

made until the recovery is complete :

If, after the rate-setting process is complctcd, an error is discovered which matenally

affects the cost report data used to calculate the hospital’s payment rate, the payment
rate may be adjusted accordingly. This will be done if the error amounts fo 5% or

- more of thc hospltal—5pcc1ﬂc case—mlx—adjusted cost per dlschargc _

- The dollar amount of all such adJustmcnts w111 be determined accordmg to the facts in |

each case, using generally accepted accounting principles deemed permissible by the
American Institute of Certified Pubhc Accountants or Mcdmarc prmmplcs of
reimburscmcnt

- 18.. Rate-Setting Processes for Out-of-State Hospltals

Reimbursement of out-»of state hospztals for the pr0v1s10n of care to Iowa Mcdlcald pattents
will be equal to cxthcr ' '

A.

The lowa statewide average cost per dISCharge plus the lowa statewide avcrage cap1tal |
cost add-on in cffcct at time of the patient’s dlscharge multlphcd by the DRG we1ght
or

,'Blcndcd basc and capztal rates calcuiated by usmg 80% of thc hospltal S subrmttcd e
- capital costs. L : :

'Hospitals that elect to receive payment based on the fowa statewide average base and
capital rates (Option A) may still qualify for disproportionate-share payments if the hospital -
qualifies within its home state using the calculation of the Medicaid inpatient utilization
rafe. Payment for disproportionate share WIH be accorchng to the standards described in -
Section 29. '

TN No.
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Hospitals choosing Option B must submit a form CMS-2552, Hospital and Healtheare
Complex Cost Report or a CMS-accepted substitute, using data for lowa Medicaid
patients only, This should be the hospital’s most recent fiscal-year end cost report and
should be received no later than May 31 in a rebasing year. Flospitals that elect to
submit cost reports will receive a cage-mix-adjusted blended base rate using hospital-
specific lowa-only Medicaid data and the Towa statewide average cost per discharge
amount, Capital costs will be reimbursed using the blended capital rate if choosing
Option B.

Hospitals that qualify for disproportionate share payments based upon their home
state’s definition for the calculation of the Medicaid inpatient utilization rate are |
eligible to receive disproportionate share payments from the Graduate Medical

Education and Disproportionate Share Fund,

Out-of-State hospitals do not qualify for direct or indirect medical education payments
or disproportionate share hospital (DSH) payments from the Graduate Medical
Education and Disproportionate Share Fund.

19, Payment for Medicaid-Certified Special Units

-

Medicaid certification of substance abuse, psychiatric and rehabilitation units is based
on the Medicare reimbursement criteria for these units, The Department of Inspection
and Appeals is responsible for Medicaid certification of these units for lowa hospitals.
Certification for reimbursement is done by the fowa Medicaid Enterprise (JME)
Provider Services Units, Without relmbursement certification, no physical
rehabilitation, psychiattic or substance abuse units will receive reimbursement at the
higher certified rates,

To become ceriified for reimbursement for either a physical rehabilitation unjt or a
psychiatric unit, the hospital must forward the Medicare PPS exetnption notice to the
IME Provider Services Unit every fiscal year when it becomes available. Supplemental
Form 2977, indicating all the various ceriified programs for which the hospital may
become certified, must also accompany the other notices. This form is available from
the IME Provider Services Unit as part of the enroliment process or on tequest,

Medicaid-certified inpatient psychiattic units will be paid a per diem rate based on
historical costs. The per diem rate will be rebased in the implementation year and
every three year thereafter using the base year cost report, In non-rebasing years, the
per diem rate will be trended forward using the factor in Section 9 of Attachment
4.19-A. The inpatient psychiatric per diem rate is calculated as total Medicaid inpatient

MAaR 18
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psychiatric unit cost divided by inpatient psychiatric unit discharges. Medicaid inpatient
psychiatric per diem cost is determined based upon Medicare principles of cost o
reimbursement and is identified throu gh the step down cost apportionment process on
the CMS 2552-96 using inpatient psychiatric unit patient days and cost to charge ratio.
‘Medicaid supplemental cost report schiedules detailing Medicaid patient days and
Medicaid charges by line item are required to be submitted by hospitals with the CMS -
2552-96. In addition, Medicaid charges are available from the Medicaid PS&R.

Medicaid inpatient psychiatric routine service cost is calculated based on patient days
by multiplying Medicaid inpatient psychiatric days times the inpatient psychiatric -
routine per diem. Inpatient psychiatric routine per diem is total hospital inpatient
psychiatric routine operating costs divided by total hospltal inpatient psychiatric patient

- days. Medicaid inpatient psychiatric ancillary service cost is determined by multiplying
Medicaid charges, per Medicaid cost report line item, by the ancﬂlary Medicaid cost to
charge ratio for each Medicare anc111ary serwce cOst center. -

Hospitals shall submit requests for certification with documentation that the

. certification requirements are met., The IME Provider Services Unit will notify the
facility of any additional documentation needed afier review of the submitted
documentation. . Upon certification, reimbursement as a special unit or physical -
rehabilitation hospital shall be retroactive to the first day of the month during which the

. IME Provider Services Unit received the request for certification. No additional
retroactive payment adjustment shall be made when a hospital fails ic make timely - -
request for certification. In-state hospitals will be reimbursed for neonatal and o
substance abuse units at the level of certification for corresponding DRGs. There will

~ be no retroactive payment adjustment made (to a certified higher level payment) when
.the hospitai fails to make timely apphcatmn for rcunbursement cemﬁcahon :

Al hospital specml upits and physzcal rehabﬂ:tatmn hospltals mnst be certxﬁed by the
IME Provider Services Unit to qualify for Medicaid reimbursement asa spema]
payment unit or physmal rehablhtatlon hosp1tal _ o _ _{_x_‘ '

Eg

 Both in-state and out-of-state psychlatnc onits may be certified for Medicaid
reimbursement if the hospital is excluded from the Medicare prospective payment :

. systemn as a psychiatric unit pursuant to 42 Code of Federal Regulatlons, Sections
412.25 and 412.27, as amended fo August 1, 2002, :

A physical- rehabilitation hosPital or u_nit may be certiﬁéd for Medicaid reimbursement
if it receives or qualifies to receive Medicare reimbursement as a rehabilitative hospital

- or unit pursuant to 42 Code of Federal Regulations, Sections 412.600 through 412.632
(Subpart P), as amended to January 1, 2002, and the hospital is accredited by the Joint .
Commission on Accreditation of Healthcare Organizations or the American
Osteopath:c Association. :

TN No. - MS-06010 o Effective  OCT =1 2006
Supersedes TN No. MS-05-028 Approved . MAR 28 ZDD? o
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To become certified for substance abuse treatient, an in-state substance ahuse unit may
be certified for Medicaid reimbursement if the wnit's program is licensed by the
department of public health as a substance abuse treatment program. In addition to
documentation of the license, an in-state hospital must submit documentation of the
specific substance abuse programs available at the facility with a description of their
staffing, treatiment standards, and population served. An out-of-state substance abuse

.. unit may be certifed for Medicaid reimbursement if it is excluded from the Medicare

TN No.

prospective payment sysiem as a psychiatric unit pursuant to 42 €ode of Federal
Regulations, Sections 412.25 and 412.27, as amended to September 1, 1994, An out-
of-state hospital requesting reimbursement as a subsfance abuse anit must initiaily
submit a copy of its current Medicare prospective payment system exemption notice,
unless the facility had certification for reimbursement as a substance abuse unit before
July 1, 1993. All out-nf-state hospitals certified for reimbursement for substance abuse
units must submit copies of new Medicare prospective payment system exemption
notices as they are issued, at least annually.

A neonatal intensive care unit may be certified for Medicaid reimnbursement if it is
certified as a level I or level 11T neonatal unit and the hospital where it is located is
accredited by the Joint Commission on Accreditation of Healthcars Organizations or
the American Ostecpathic Association. The IME Providet Serviess Unit shall verify the

- umt’s certification as a level I or level 11 neonatal unit in accordance with

recomimendations set forth by the American Academy of Pediatrics for rewborn care.
Neonatal units in Iowa shall be certified by the departinent of public health. Ont-of-

state units shall submit proof of level I or level T certification.

QT -1 A0
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Metheods and Stamdards for Establishing Payment Rétés for Inpaticnt Hospital Care -

20. Patients Receiving Services at'd Lower Level of Carg and Appmpﬁfia‘téﬁess of
Admission Criteria | S : .

Payment to acute hospitals for patients for whom the QIO has determiried that a lower level
of care is medically necessary is magde as follows: ' T o
¢ For patients wh@ are determined to require skilled nursing level of cérc, per diem '
payment is made in an amount zqual to the sum of: U :
e The direct carz patient-day-weighted median for hospital-based Medicare-certified
nursing facilities times 120 percent, plus - :

o The non-direc: caze patieni-day-weighted median for hospitai-Dased Medicare-
 certified nursing fucilities times 110 percent. o

& For patients who sre determined to require nusing facility level of care, per diem
payment is made it an amount equal to the sum of: ' _
e The direct care patient-day-weighted median for non-state-owned nursing facilities
tiraes 120 percent, plus - o
o The nondirset care patient-day-weighted median for non-stafe-owned nursing
" facilities times 110 percent. o ' A

 Medicaid adopts most Medicare QIO reguiatiomé to control increased admissions or
reduced services. Exceptions to the Medicare review practice are that the QIO reviews-
Medicaid shert-stay outliers and all Mediczid patients readmitted within seven days.

21.  Provider Appeals

Tn accordance with 7 CFR.447.253(s), a provider of service who is dissatisfied with a rate .
deterrnination mav file a written appeal. This appeal must clearly state the nature of the -
appeal and be supported with all relevant data. The Department of Human Services (DHS)
contracts with the Department of Inspections and Appeals (DIA} to hold appeal hearings.
Based upon & proposed decision issued by DIA, DHS makes a decizion regarding the
appeal and advises the provider acccrdingly within a period of 120 days. . o

22, Cost Repurting

ach participating Meadicare provider musf file a CMS-2552, Hospitel Healtheare Complex ~
Cost Report or 2 CMS-accepted substitute. Supplemental information sheets are algo .
farnished to all Medicaid providers to be filed with the annual cost report. This report must. -
b filed wilh the IME Provider Cost Audit and Rate Setting Unit within five months after

the close of the provider’s fiscal year. :

TN No.  MS06:05  Approved NOY 2 1 200
_Sopersedes TN MNo. - #5-05-028 Effective iy =1 e
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Methods and Standards for Estabhshmg Paymeut Rates for Inpatlent HOSpltdl Care

23. Audlts

: In accordance with 42 CFR 447 253(g) each paruclpatmg hospital is subject to a periodic
audit of its fiscal and statistical records. DHS has agreements for exchange of Medicare
and Medicaid information with the following mtermcdlancs in Jowa and surroundmg areas:
Cahaba Govcmmcnt Benefits Administrator (Des Moines and Sioux Clty)

Mutunal of Omaha {Omaha, Nebraska)

United Government Services (Mﬂwaukce Wisconsin)

Blue Cross and Blue Shield of Wisconsin {Madison, Wisconsin)
Riverbend Govcrnmcnt Bencﬁts Admimstrator (Chattanoo ga Tcnncssec)

TNNo. MS.01-32 cubsier + Approved AR 114 2002
Supersedes TN No. . (MS-96-38) Effective AR 61 70
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24,

Hospital—Based Physician Cost Component

‘Medicaid reimbursemenf regulations require split bilﬁng of all hospital professional :
~ services. The professional component of all such bills must be billed on the CMS-

1500 claim form. In accordance with 43 CFR 415.55 as amended to December 8,
1095, there are certain circumstances when Medicare will allow a facility with an

. approved teaching program to combine these components when billing for services.
f Medicare has approved a provider to bill in this manner, Jowa Medicaid also

- allows the provider to bill in this manner.

25.

26.

27.

- 28.

TN No. ~

Recovery of Overpaymentis

When it has been determined that an inpatient hospital provider has been overpaid, '

"a notice of overpayment and request for refund is sent to the provider. The notice

states that if the provider fails to submit a refund or an acceptable response to the
notice within 30 days, the amount of the overpayment will be withheld from weekly - -

' . payments to the provider.

_Reserved for Future Use

Rate Adjti_stmenté .for Hospital Merge'rs' _ -

" ‘When one or more hospitals merge to form a distincﬂy different legal entity, the

base rate plus the capital cost add-on are revised to reflect this new entity.

Financial information from the original cost reports and original rate calculations is
added together and averaged to form the new rate for that entity. '

Interim Payment for Long-Stay Patients -

Normal DRG reimbursement is made upon th'e patient’s discharge from the

" hospital. If a patient has an extremely long stay, partial reimbursement 1o the -

hospital may be requested. A hospital can request an interim payment if the patient |

* has been hospitalized 120 days and is expected to remain hospitalized for a
minimum of an additional 60 days. Payment to the hospital is calculated at the
 same rate as normal DRG payments. - ' BN o

MS-08-027 _ Effective OCT -1 2008
t

Supersedes TN No.  MS-05-028 : - Approved JAN 3 8 Uiy




JOWA

ATTACHMENT 4.19-A
Page 24

Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care

29.

TN No.

Graduate Medical Education and Disproportionate Share Fund

a.

<,

Payment is made to all hospitals qualifying for direct medical education, indirect medical
education, or disproportionate share directly from the Graduate Medical Education and
Disproportionate Share Fund. The requirements fo receive payrents from the fund, the
amounts allocated to the fund, and the methodclogy nsed to determine the distribution
amounts from the fund are as follows:

Qualifying for Direct Medical Education

Hospitals qualify for direct medical education payments if direct medical education costs that
qualify for payment as medical costs under the Medicare program are contained in the
hospital’s base year cost report and in the most recent cost report submitted before the start of
the state fiscal year for which payments are being made.

Alloeation to Fund for Direct Medical Education |

The total amount of funding that is allocated fo the graduate medical education and
disproportionate share fund for direct medical education related to inpatient services for
September 1, 2011, through June 30, 2012, is $6,265,918.94. Thereafier, the total annual
amount of funding that is allocated is $7,519,102.73. Effective July 1, 2013, the total annual
amount of funding that is alocated is $7,594,294.03 :

A reduction of this amount will be made if a hospital fails to qualify for direct medical
education payments from the fund. This occurs if 2 hospital does not report direct medical
education costs that qualify for payment as medical education costs under the Medicare
program in the most recent cost report submitied before the start of the state fiscal year for
which payments are being made. The amount of money that would have been paid to that
hospital will be removed from the fund. '

Distribution to Qualifying Hospitals for Direct Medical Education
Distribution of the amount in the fund for direct medical education will be on a monthly

basis. To determine the amount to be disiributed to each qualifying hospital for direct medical
education, the following formula is used:

IA-13-016 Effective JuL o1 2013
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1. Multiply the total of all DRG weighis from the GME/DSH Fund apposticnment claim set,
for each hospital reporting direct medical education costs that qualify for payment as
medical education costs under the Medicare program in the hospital’s base year cost
report by each hospital’s direct medical education rate to obtain a dollar value.

2. Sum the dollar values for each hospital, then divide each hesipital"s dollar value by the
total dollar value, resulting in a percentage. :

3. Multiply each hospital’s percentage by the amount allocated for direct medical education
to determine the payment to each hospital.

d. Qualifying for Indirect Medical Education

Hospitals qualify for indirect medical education payments from the fund when they receive a
direct medica! education payment from fowa Medicaid and qualify for indirect medical
education payments from Medicare. Qualification for indirect medical education payments is
detersnined without regard to the individual components of the specific hospital’s teaching
program, state ownership, or bed size. '

£, Allocation to Fund for Indirect Medical Education

The total amount of funding that is allocated to the graduate medical education and
disproportionate share fund for indirect medical education related to inpatient services for
September 1, 2011, through June 30, 2012, is $11 L097,594.96. Thereafter, the fotal annual
amount of funding that is allocated is $13,317,113.95. Effective July 1, 2013, the fotal annual
amount of funding that is allocated is $13,450,285.14. : :

A reduetion of this amount will be made if a hospital fails to qualify for indirect medical
education payments from the fund. This oceurs if a bospital does not report direct medical
education costs that qualify for payment as medical education costs under the Medicare
program in the most recent cost report submitted before the start of the state fiscal year for
which payments are being made. The amount of money that would have been paid to that
hospital will be removed from the fund. '

TN No, IA-13-016 | | Effective JuL g1 20
Supersedes TN No.  1A-11-018 Approved ~ APR 75 014
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£ 'Dis.t_ribution to Quaﬁfying Hospitals for Indirect Medical Educaﬁén '

Distribution of the amount in the fund for indirect medical education will be on a
monthly basis. To determine thé amount to be distributed to each qualifying hospital
for indirect medical education, the following formula is used: :

1. Multiply the total of all DRG wéights from the GMEJDSH Fupd apportionment
" claim set, for each hospital reporting direct medical education costs that qualify
- for payment as medical education costs under the Medicare program in the

~ hospital’s base year cost report by cach hospital’s indirect medical education rate’
~ to obtain a dollar value. ' ' - S : -

2. Sum the dollar values for each hosbital, then divide each hospital’s dollar value
by the tot_al dollar value, resulting in a percentage. . ) SR

3. Multiply each hospitél’s percentage by the amount allocaied for indirect medical
. education to determine the payment to gach hospital. - g :

‘g, Qualifying for Di_s_proportionaté .Sha.re.__ :

Hospitals qualify for disproportionate share payments from the fimd when the

~ hospital’s low-income utilization rate exceeds 25 percent, when the hospital’s
Medicaid inpatient utilization rate exceeds one standard deviation from the statewide
average Medicaid utilization rate, or when the hospital qualifies as a children’s

_ hospital under Section 29]. Hospitals receiving reimbursement as critical access

. hos_pitals do not qualify for disproportionate share payments from the fund.

For those hospitafs that qualify for dispropdrti‘onate share under both the low-income

utilization rate definition and the Medicaid inpatient utilizafion rate definition, the — ~ =~ -

" disproportionate share percentage shall be the greater of:
¢ 2 Y percent, or

& The product of 2 V2 percent multiplied by the number of standard deviations by
which the hospital’s own Medicaid inpatient utilization rate exceeds the statewide
- mean Medicaid inpatient ufilization rate for all hospitals. o

| - . o ocT - 1 208
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THN No,

For those hospitals that qualify for dispropottionate share under the low-income
utilization rate definition, but do not qualify under the Medicaid inpatient utilization
rate definition, the disproportionate share percentage shall be 2 Y4 percent.

For those hospitals that qualify for disproportionate share under the Medicaid -
inpatient utilization rate definition, but do not qualify under the low-income
utilization rate definition, the disproportionate share percentage shall be the product
of 2 Y2 percent multiplied by the number of standard deviations by which the
hospital’s own Medicaid inpatient utilization rate exceeds the statewide mean
Medicaid inpatient utilization rate for all hospitals,

For those hospitals that qualify for disproportionate share as a children’s hospital, the
disproportionate share percentage shall be the greater of:

¢ 2 percent, or

¢ The product of 2 ¥ percent multiplied by the number of standard deviations by
which the Medicaid inpetient utilization rate for children under 18 years of age at
the time of admission in all areas of the hospital where services are provided
predominantly to children under 18 years of age exceeds the statewide mean
Medicaid inpatient utilization rate for all hospitals.

Information contained in the hospitals® base-year cost repart is used to determine the
hospital’s Jow-income utilization rate and the hospital’s inpatient Medicaid utilization
rate,

Additionally, a qualifying hospital other than a children’s hospital must also have at
least two obstetricians who have staff privileges a{ the hospiial and who have agreed
to provide obstetric services to Medicaid-eligible persons who are in need ob obstetric
services. In the case of a hospital located in a rural aren as defined in Section 1886 of
the Social Security Act, the terim “obstetrician” includes any physician with staff
privileges at the hospital to perform non-emergency obstetric procedures.

Qut-of-state hospitals serving Iowa Medicaid patients do not qualify for
disproportionate share hospital payments from the fund,

Hospitals qualify for disproportionate share payments from the fund without regard to
the facility’s status as a feaching facility or bed size.

1A-14-015 Bifective iR 1.8 2013
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h, Allocation to Fund for Hisprép@rtiﬂmm Share

The total amount of funding that is.allocated to the graduate medical education and
disproportionate share fund for disproportionate share related to inpatient services for
December 1, 2009, through June 30, 2010, is $6,890,959. Thereatter, the total annual amount
of funding that is allocated is $6,890,959. Effective July 1, 2013, the total annual amount of
funding that is allocated is $6,95%,868.59.

. i. Distribution to Qualifying Hospitals for Disproportionate Share

Diistribution of the amount in the fund for disproportionate share will be on a monthly basis.
To determine the amount to be distributed to each qualilying hospital for disproportionate
share, the following formula is used:

i. Multiply the total of all DRG weights for claims from the GME/DSH Fund
apportionment claim set, for each hospital that met the qualifications during the fiscal
year used to determine the hospital’s low-income utilization rate and the Medicaid _
utilization rate (or for children’s hospitals during the preceding state fiscal year) by each
hospital’s disproportionate share rate to obtain a dollar value. For any hospital that
qualifies for a disproportionate share payment only as a children’s hospital, only the DRG
weights for claims paid for services rendered to patients under 18 years of age at the time
of admission in all distinct areas of the hospital where services are provided
predominantly to children under 18 years of age will be used in the forgoing formula.

2. Sum the dollar values for each hospital, then divide each hospital’s dollar value by the
total doilar value, resulfing in a percentage.

3. Muliiply each hospital’s percentage by the amount aliocated for disproportionate share to
" determine the payment to cach hospital. :

Tn compliance with the Medicaid Voluntary Contribution and Provider Specific Tax
Amendments (Public Law 102-234) and 1992 Iowa Acts, chapter 1246, section 13, the total
of disproportionate share payments {roni the fund and enhanced disproportionate share
paymenis describe in Section 30 cannot excesd the amount of the federal cap under Public
Law 102-234.

TN No. 1A-13-0156 | Bffective - JUL 81 2003
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1F & hospital fails to qualify for disproportionate share payments from the fund due to
closure or for any other reason, the amount of mongy that would have been paid to that
hospital shall be removed from the fund.

i+ Qualifyitg fot disproportionate share as a children’s hospital. Licensed hospitals qualify
for disproportionats share payments as & children’s hospita! if they provide servicos
predominantly to children under 18 years of age o¢ include a distinet area or ateas
providing services predominany to children under 18 years of age, are a member of the
National Association of Children’s Hospitals and Related Institutions, and have Medicaid

~ utilization and low-income utilization rates for children under 18 years of age at the time

of adimission in all distinet areas of the hospital where services are provided
predominantly to children under 18 years of age of one percent or greater.

Hospitals wishing to qualify for disproportionate share payrments as a children’s hospital,

-must provide the following information fo the IME Proyider Cost Audits and Rate Setting
Unit within 20 business days of a request:

1. Base-year cost reports,
5. Medicaid claims data for chifdren under age 18 atthe time of admission {0 the hosplial
i all distinct areas of the hospital where serviees are provided predominantly to
children under 18 years of age.
3, Other information needed to determine a disproportionate share rate pncompassing the
periods used to determine the disproportionate share rate and distribution amounis.
Relationship to Managed Care
All monetary allocations made to fund the Graduste Medical Education and Disproportionate
Share Fund for direct medical education, indirect medical education, and reutine

disproportionate share payment are reimbursed direotly to hospitals on a monthly basis,

Direct medical education and indirect medical education payments have been included in all
managed care capitation payments as part of the rato-setfing methodology.

At the end of the state fiscal year, the Department will reconcile the managed care paymenis 1@
_ the total amount for graduate medical educatlon for cach qualifying hospital, If the payments

made under managed care exoeed the total amount, the Depattment will recoup the
overpayment. If the payments made under managed care are less than the total amount, the
Department will pay the difforence.

Dispropottionate share payments have been exciuded from all managed care capitation
payments as part of the rate-sefting methodology.

TN No, JA-16-021 Effective APR 01 2016
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31, Reserved for future use

32, lowa State-Owned Teaching Hospital Dispropartionate-Share Fund

In addition to payments from the Graduate Medical Lducation and Disproportionate Share
Fund, payment will be made to Towa hospitals qualifying for the Towa state-owned feaching
hospital disproportionats share fund, Interim monthly payments based on estimated
allowable costs will be paid to qualifying hospitals under this provision, The total amount of
funding that iz allocated to the lowa state-owned teaching hospital disproportionate-share
fond is as follows 1) $19,975,072.50 for July 1, 2015 through Merch 31, 2016; 2) _
$9,133,357.50 for April 1, 2016 through June 30, 2016; 3) $36,533,430 for July 1, 2016 end
after. - '

Hospitals qualify for lowa state-owned teaching hospital disproportionate-share payiments if
{hey meet the dispropoxtionate share qualifications defined in Section 29.¢ and being en
Towa state-owned hospital with more than 500 beds and eight or more distinct residency
specialty or subsperialty programs recognized by the American College of Graduate
Medical BEducation,

The total amount of disproportionate-share payments from the Graduate Medical Education
and Disproportionate Share Fund and the lowa state-owned teaching hospital
disproportionate-share fund shall not exceed the amount of the state’s allotment under
Public Law 102-234, In addition, the total atnount of all disproportionate-share payments
shell not exceed the hospital-specific disproportionate-share Hirnits under Public Law 103-
666,

The Department’s total year end DSH obligations to a qualifying hospital will be calcutated
following completion of the CMS 2552, Hospital and Healthcare Complex Cost Report desk
review or audit,

‘TNNC'- IA-16-021 Effective APR @1 2016
Supersades TN No, 1A-10-017 Approved AN 1 1 2017
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Iowa Non-State Governmeni-Owned Acute Care T eaehsng Hospital Dnspropm tionate-
Share Payments

In addition to payments from the Graduate Medical Education and Disproportionate Share
Fund, payment will be made to lowa hospitals qualifying for ihe non-state government-
owned acuie care teaching hospital disproportionate share payments. Interim monthly
payments based on estimated allowable costs will be paid to qualifying hospitals under this
provision,

Hospitals qualify for non-state governiment-owned acute care teaching hospital
disproportionate-share payments if they meet the disproportionate shate qualifications
defined in Section 29.g and Section 30.a and being a non-state government-owned acute
care teaching hospital located in a county with a population over three hundred fifty
thousand.,

The total amount of funding that is allocated to the non-state governmeni-ownsd acute care
teaching hospital disproportionate share payment fund shall be equal to the maximum
amount allowed under Section 1923{g) of the Social Security Act

less the DSH payments made from the Graduate Medical Education and Disproportionate

Share Fund on an annual basis. The Department's total year end DSH obligations to a

qualifying hospital will be calculated following completion of the CMS Form 2552,
Hospital and Healthcare Complex Cost Report desk review or audit.

The total amount of disproportionate-share payments from the Graduate Medical Education
and Disproportionate Share Fund and the fowa state-owned teaching hospifal
disproportionate-share fund shall not exceed the amount of the state’s allotment under
Section 1923(f) of the Social Security Act. In addition, the total amount of all
disproportionate-share payments shall not exceed the hogpital-specific disproportionate-
share limits under Section 1923(g) of the Social Security Act,

Inpatient Hﬂspltal Services Reimbursement to Indian Health Services or Tribal 638
Health Facilities

Indian Health Service or Tribal 638 Health Facilities will be paid at the most current
inpatient hogpital per diem rate established by the Indian Health Setvice which is published
periodically in the Federal Register for established services provided in 4 facility that
would ordinarily be covered services through the Jowa Medicaid Program,

TN No, 1A-13-034 Effective N 61 200
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35, Final Settlement for lowa State-owned Teaching Hospital

For dates of service July 1, 2010, through, fune 30, 2015:

Final payment made to an Jowa state-owned teaching hospital shall be a methodology based
on 100% of allowable medical assistance progran cost not to exceed the sum of the
following: _ . '

s Payments for inpatient hospital services calculated in accordence with the methods
and standards for establishing payrment rates per Attachment 4,19-A including
graduate medical education payments;

s Payment for outpatient hospital setvices calculated in accordance with the rmethods
and standards for establishing payment rates per Attachment 4.19-B and Supplement
7 to Attachment 4,19-8 including graduate medical education paymeants ;

o $9,900,000.

The distribution of the additlonal $9,900,000 shall be made on a monthly basis and shall
equal one-twelfth of the annual amount, The Tows Medicaid Bnterprise shall complete &
final settlement based on the hospiial’s Medicare cost report.

Distribution methodology for the $9.900.000

The $9,900,000 will first be applied to bring inpatient hospital reimbursement (intetim
payments plus GME) to 100% of inpatient hospital cost (caleulated in accordance with
Atiachment 4.19-A). The remaining amount of the $9,900,000 will then be applied to bring
outpatient hospital reimbursement to 100% of outpatient hospital cost (calculated in
accordance with Attachment 4.19-B and Supplement 2 to Aftachment 4,19-B),

T the total $9,900,000 is vsed in bringing inpatient hospital reimbursement to 100% of
inpatient cost, then no further outpatient payments will be made,

fn no case will total inpatient hospital payments exeeed 100% of inpatient cost.

If the sum of the inpatient hospital service payments plus outpatient hospital service
payments plus the 59,900,000 exceeds 100% of alloweble inpatient and outpatient cost ihe
amount by which payments exceed actual medical agsistance program costs witl be
requested and collected from the hospital, If the aggregate payments are less than the
hospital’s actual medical assistance prograim COsts, no additional payment will be made,

For datés of service July 1, 2015, through March 31, 2016:

The additional amount shall be $7,425,000. The same distzibution methodology as- -
described above shall apply. :

TN No, [A-16-021 Effective APR @1 2016
Supersedes TN No.  JA-10-012 Approved JAN 1y 2017
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36. Péyment Adjustment for Provider Preventable Cunditioné _
Catatmn

42 CFR 447, 434, 438, and 1902(3)(4) 1902{&}(6) and 1903

Pavment Ad]gstment fcr Prev:der Preventable Ccnditmns

The Medicaid agency meets the requlrements of 42 CFR Part 447, Subpart Ayand = -
Sections 1902(a3(4), 1902(a)(6), and 1903 with respect to non- payment for provzderu .
preventable conditions.

Health Caxe~Acgu1reri Condltmn

" The State identifies the follomng Health Care—Acqmred conditions for non«payment :
under section 4.19(A) .

X Hos'pztal' Achred Conditions as identified bj; Medicare other than Deep Vein
Thrombosis (DVT)/Pulmonary Embolism (PE) following total knee replacement ot h1p .
replacement surgery in pediatric and obstetnc patients :

For claims with dates of admlssmn on and after January 1, 2019 the state does not

make additional payments for services on inpatient hosp1ta1 claims that are attributable
to Hospital-Acquired Conditions (HAC) and are coded with Present on Admission
Indicator codes “N” or “1J”, For HAC claims which fall under the DRG payment basis, -
the state does not make additional payments for complications and comorbzdztles (CC)
and major complications and comorbldmes (MCC)

i Charges and days related to the CC or MCC will be excluded from the outlier payment
' calculatmn described in this section 13 of Attachiment 4.19-A. -

Dther ?rowdcr«»?raventabls Condmons

The State Identlfiss the foliowing Other meder—PreventabIe Comhlmns for non-
payment under Sectlon(s) 4, 19(_) ' -

_ X Wrong surgical or other invasive pmcedure perfoxmed ona pauent, surgical or
‘other invasive procedure performed on the wrong body part; surgical or other invasive
Procedure performed on the wrong patient, -

Addmonal Other Provider-Preventable conditions identifies bﬁluw {please indicate

the sectwn(s) of the plan and specific service type and provider type to which the
provisions will be applied For example —4.19(d) nursing facility services, 4.19(b)

physician services) of the plan: _ .
TN No, S 1A-11-018 : " Effective ) SEP :
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. If there are covered services or procedures provided during the same stay as the serious
-adverse event service, then the facility must submit two (2) claims; one (1) claim with
covered services unrelated to the OPPC event and the other claim for any and all
services related to the OPPC event with a type of bill 0110,

The claim must also contain one (1) of the diagnosis codes indicating wrong surgery,- '
wrong patient, or wrong body part within the first five (5) diagnosis codes listed on the
claim. ' : _ T

- - S ep . 1001
- TN No. o 1A-11-018 . Effective Sl‘"—’P 1 2 /
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Methods and Standards for Establishing Payment Rates for Inpatient Hospital Care

36. Rural Hespital Disproportionate-Share Payments

TN No.

‘In addition to payments from the Graduate Medical Education and Disproportionate-

Share Fund, payment will be made to Iowa hospitals qualifying for the rural hospital
disproportionate-share fund if they chose to participate in the fund. A one-time
payment will be made to qualifying hospitals under this provision. The total amount of
funding that is paid from the rural hospital disproportionate-share fund is $257,931.78.

Hospitals qualify for rural hospital disproportionate-share payments if they meet the
disproportionate share qualifications defined in Section 29.g of the approved lowa
Medicaid State Plan Attachment 4.19-A and being an Jowa hospital not located in a
metropolitan statistical area (MSA) as defined by the Centers for Medicare and
Medicaid Services (CMS). .

The amount of disproportionate share payment shall be allocated as follows:
o Keokuk Area Hospital (Keokuk, IA) - $257,931.78

The total amount of disproportionate-share payments from the Graduate Medical
Education and Disproportionate Share Fund, lowa State-Owned Teaching Hospital
Disproportionate Share Fund, Towa Non-State Government-Owned Acute Care
Teaching Hospital Disproportionate-Share Fund, and the rural hospital
disproportionate-share fund shall not exceed the amount of the state’s allotment under
Public Law 102-234. In addition, the total amount of all disproportionate-share
payments shall not exceed the hospital-specific disproportionate-share limits under
Public Law 103-666.

1A-16-019 Effective SEP 012016

Supersedes TN No.  1A-12-020 Approved NOV 2% 2016
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. Methods and Stgﬂaiaz‘ﬂs for Esiah!ishimg Payment Raz‘ie;folr Enpaﬁénti Hospital Care

- Acuie Care ?sys‘:hiéiricﬁnspitais _

1. Introdnctian

Medicaid reimburses inpatient, acute care, psychiatric hospitals for approved Medicaid
services provided o Medicaid-cligible persons residing in these hospitais. ~ .

2. Definition of Allowable Costs and Reimbursémemt Principles

Towa Medicaid foliows and complies with the Medicafe deﬁn_itioﬁs of allowzble costs as
contained in HIM 15. . : S S

Hospitals will be paid an interim per diem rate based on estimated 'allowable costs.. At the
~ end of the cost reporting period, the aggregate paymenis made to such facilities will be
“compared io each hospital’s actual medical assistance program costs as determined from the
facility’s audited or desk reviewsd cost report. For purposes of this, aggregate payments
include amounts received from the Medicaid program, as well as, patient and third-party
payments up to the Medicaid allowed amount. - N '

If the aggregate paymenis exceed the hospital’s actual medical assistance program cosis, the
amouni by which payments exceed actual costs will be requested and collected from ﬂa_e :
hospital. If the agpregate payments are less than the hospital’s actual medical assistance

' 'p‘rogram costs, the amount by which payments are less than actual costs will be paid to the
hospital. ' : R C o '

Cost seftlemenis, as described above, wiil be performed annuaily foliowing completion of
the cost report desk review and/or audit. o ' '

3. Reserved

TN No.  M8-06-05 - Effective
' Supersedes TN No. _MS-05-008 . Approved. quL =1 208
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Acute Care Psychmtrlc Hospltals

4. Exceptions or Exemptions to the Rate«Setting Process

'Under this plan, there are no exceptlons or exemptlons to the spccxfied rate—settmg
: procedures g

s, o Hospltal Patlents Recelvmg Services at an Inappropnate Leve] 0f Care

Payment for mpatxent hospxtal care for recipxents for whom the PRO has determined that the

 level of care that is medically necessary is only that of skilled care or nursing care will be

- made at a rate apphcable to a Medicare skilled nursing faclhty ar an intermediate care
nursing facility. This payment will be the statewide average interim rate for hospltal-based_-' '
skilled nursing facility care or the lowa Medicaid statew1de average rate for mtennedlate
care nm‘smg faclhtles :

- 6. Prnwder Appeais |

In accordance W1th 42 CFR 447. 253(C), ifa prov1der of service is d1ssatlsﬁed w1th a
reimbursement, that provider may file a written appeal. This written appeal must clearly
state the nature of the appeal and be supported with all relevant data. The Department of

_ Human Servmes (DHS) contracts with the Departrnent of Inspcctmns and Appeals _

Proposed dem sions may be appealed to the Dlrector of DHS by a hospital or be revwwcd at
the Department s request A final decision is 1ssued by the Director w1thm 120 days

CINNe.  MS-05-008 . Effective JUL ~ 1 2005
Supersedes TN No. MS-92-09 - Approved DEC 2 ¢ /D
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Methods and. Standards for Estabhshmg Payment Rates for Inpatzent Hospstal Care
Acute Care i’sychlatm Hospitals

7.  Cost Repnmng

- Each participating Medlca.ld provxder must filea CMS 2552 Medicare Cost Report ora
CMS-accepted substitute. In addition, supplemental information sheets are furnished to all
" Medicaid providers to be filed with the annual cost report. This report must be filed with
the fiscal agcnt for lowa wﬂhm 150 days after the close of the hospital’s fiscal ycar

8. Audits

' Each partlclpatmg hospltal is sub_]ect toa penodlc audlt of its fiscal and statistical records.
‘The Department has agreements for the exchange of Medicare and Medicaid mformatxon
with the following Medicare 1ntermed1anes in Jowa and surrounding areas:

Cahaba Government Benefits- Adnumstrator (Des. Momes and SIOUX City)
Mutual of Omaha (Omaha, Nebraska) ‘
. United Government Services (Mﬂwaukee Wisconsin) _
Blue Cross and Blue Shield of Wisconsin (Madison, Wlsconsm)
Riverbend Govemment Benf:fits Admunstrator (Chattanoo ga, Tennessee)

9. | Recovery of Overpayments
When it has been detcrmmed that an inpatient hosj)ital provider has been bverpaid, a notice
of overpayment and request for refund is sent 1o the provider. ‘The notice states that if the
provider fails to submit a refund or an acceptable response to the notice within 30 days, the
-amount of the overpayment will be withheld from bi-monthly payments to the provider.
- 10.  Fixed Rate for Ot_:t-of-Stafe Acute Care Péychiatric Hospitals

Out-of-state hospitals are paid at the Medicare target rate.

- - T JUL ~ 1 i
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- following:

Acgute Care Psychiatric Hespitals_ ‘

- T

Cualifying Criée}ria for Enhanced Disproportionate Share Paymients -

Hospitais quaiify for enhanced disﬁropér.tionate share paymehts if they meet the . -

disproportionate share gualifications defined in Section 29.g and meet one of the .

®  Being an Towa-state-cwned hospital with more fhan 500 beds, having eight or more

© separate erd distinct residency spacialty or subspecially programs 7€ gnized by
the American College of Graduate Madical Education. - - I

" @ Being a non-state goveinmént-owned acute care teaching hospital located ina

" county with a population over three hundred fifty thousand.

®w . Being'an Towa-state-owned hospital for persons with mental 1ilness.
_ Eanhaneed Disproportionate Share Payments '

* The total amount of disproportionate share payments from the Graduate Medical | .

Education and Disproportionaie Share Fund and Enhanced Disproportionate Share will
not exceed the amount of the state’s allounent under Public Law 162-234. In addition,

" the total amount of disproportionaic share payments from the Graduate Medical

" TN No. -

Supersedes TN.No. ~ ME-05-006 - | Approved i ~1 006

Education and Disproportionate Share Fund and enthanced disproportionate share -
payments wilt not exceed the hespital-specific DSH caps under Public Law 103-666.

" The amount available for enhanced disproportionate share péyments will be the federal -

allotment less disproportionate share payments from the Graduate Medical Education
and Dispropartionate Share Fund. Inthe event that the DSH allotment for enhanced
payments is insufficient to pay 100% of cost cligible for DSH payments, the allotment
will be allocated among qualifying hospitals using their eligible cost as an allocation
basis. R o o

SV | 9 1 2008
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Methods and Stam!ards for Estabhshmg Payment Rates for Inpatient Hﬁspatal Care
‘ Acute Care Psychiaitric Hospltais .

Reserved for future use
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. Providing Inpatient Care

A critical access hosp1tal isa hosp1tal that:

¢ Meets Medicare gu1de11nes established in 42 CFR PaIt 485 Subpaﬁ F and state hospital

licensure requirements established in 481 Iowa Adrmmstratwe Code 51.52(135B) as a hospltal -
that serves a rural or valnerable population, and: o

4 ., Is necessary to the economic health and well being of the surroundmg commumty

Hosp1tals applymg for critical access status are mspected hcensed and certified as critical access
- hospitals using Medlcare criteria, by the Iowa Department of Inspect1ons and Appeals

Critical access hospital providers are relmbursed prospectlvely ona d1agn031s—related group basis |
for inpatient care, pursuant to 441 Jowa Administrative Code 79.1(5), which defines a diagnosis-

related-group as a group of similar diagnoses combmed based on paﬂent age, prooedure codmg,
comorbldlty and comphcatmns : :

_ Refrosnech ve adjustments will be made based on each critical access hospltal’s annual cost
reports submitted to the Department at the end of the hospital’s fiscal year. The retroactive
adjustment equals the amount by which the reasonable costs of prov1dmg covered services to
 eligible fee-for-service Medicaid recipients (excluding recipients in managed care), determined in
accordance with Medicare cost principals, exceeds Medicaid fee-for-service reimbursement
received on the diagnosis—relafed—group basis. ' ' . '

The diagnosis-related-group base fate for each critical access hOSpitai will change for the coming’
year based on payments made to the critical access hosp1tal for the previous year. The base rate
upon which the diagnosis-related-group payment is built shall be changed after cost settlement to-
- reflect, as accurately as is possible, the anticipated payment to the facility under Iowa Medicaid .
for the coming year using the most recent utilization as submitted to the fiscal agent. Once a - '

hospital begins receiving reimbursement as a critical access hospital; d1agn031s—related group
payments are not subject to rebasing.

| | | . . CDEC 13 202
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Services for Individuals Under 21 Years of Age

1. Nen-State Owned Providers

For services provided by non-state-owned providers on July 1, 2014 and afier, inpatient
psychiatric services for individuals under 21 years of age will be reimbursed according a
fee schedule without reconciliation. The agency’s fees were set as of July 1, 2015 and
are effective for dates of service provided on or after April 1, 2016, All rates are
published on the Department of Human Services website: www.dhs.iowa.gov.

2, State-Owned ?roviders

The basis of payment for state-owned providers of inpatient psychiatric services for
individuals under 21 years of age is 100 percent of actual and allowable cost. Actual and
allowable cost is based on the cost report information the facility submits to the
Department on Form 470-0664, Financial and Statistical Report. Rates are calculated as
total actual and allowable cost divided by total patient days on a retrospective cost-
related basis and adjusted retroactively. -

Interim Rates

Providers shall be reimbursed through a prospective interim rate equal to the previous
year’s retrospectively calculated cost per day,

Retroactive Cosi Adjustment

Reimbursement payments made to state-owned psychiatric institution providers for
services on or after July 1, 2009, shall be cost settled to actual cost. Following
completion of a cost report desk review, cost seitlement will be calculated using ‘
reasonable and proper actual cost per day from a 12-month period through retroactive
adjustments, The retroactive adjustment represents the difference between the amount
received by the provider during the year for covered services and the amount determined
in accordance with an accepted method of cost apportionment to be the actual cost of
service rendered, not to exceed the maximum reimbursement rate. Providers will
receive advance notice of the retroactive adjustments and will also receive transaction
detail after the adjustments have been completed.

TN No. 1A-16-021 ' Effective APR 61 2018
Supersedes TN No.  [A-~14-013 Approved [M! 1 1 2047




Attachment 4,19-A
PAGE - 35-

State/Territory: IOWA

Definition of Allowable Costs and Reimbursement Principles
The actual and allowable costs of services rendered to Medicaid recipients are

those that meet the principles specified in OMB Circular A-87 and the Medicare
Provider Reimbursement Manual (CMS Publication 13-1), Actual and allowable
costs must be reasonable and direstly related to patient care.

Costs reported under inpatient psychiafric services shall not be reporied as
reimbursable costs under any other funding source. Cost incurred for other
services shall not be reported as reimbursable costs under inpatient psychiatric
services. Mileage reimbursement shall be limited to the maximum teimbursement
rate allowed State employees at the time of service provision.

Cost Reporting Requirements

All state-owned providers shall submit the Medicaid cost teport, Form 470-0664,

Financial and Statistical Report, on an annual basis. Financial information shall

be based on the provider’s financial records, When records are not kept on an

accrual basis of accounting, the provider shall make the adjustments necessary {0
convert the information to an accrual basis for reposting. Failute to maintain’
records to support the cost report may result in adjustment to the reimbursement

tate, clalm denial, recoupment or fermination of the provider’s enrollment with

the TJowa Medicaid program, The Depariment may require that an opinion of a

certified public accountant accompany the report when a provider has e history of
cost report adjustments or inability to support cost report data,

Providers shall submit completed cost reports to ihe IME Provider Cost Audit and
Rate Setting Unit, P.O. Box 36450, Des Moines, IA 50315. Cost reports shall be
submitted on or before the last day of the third month after the end of the
provider’s fiscal year end, Hospital-based providers will be required to submit
theit cost report within five months from the end of the provider’s fiscal year end.
The submission must include a working trial balance. Cost reports submitted
without a working trial balance will be considered incomplete.

A provider may obtain a 30-day extension for submitting the cost report by
sending a letter fo the IMB provider cost audit and rate setting unit before the cost
report due date. No extensions will be granted beyond 30 days.

If a provider fails to submit a complete cost repoit, including the working trial
balance, the department shall reduce payment to 75 percent of the current rate.
The reduced rate shall be paid for not longer than three months, after which time
no further payments will be made,

State Plan TN # _1A-14-013 Bffective JUL 01 2014
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3. Provider Appealé

In accordance with 42 CFR 447.253(c), if a provider of service disagrees with the
reimbursement determination, the provider may file an appeal and request
reconsideration from the Adminisirator of the Division of Medical Services in the
Department. The appeal must be in writing, clearly state the nature of the appeal,
and be supported with all relevant data, Appeals must be submitted within 30
days of the date of the decision,

The Administrator of the Division of Medical Services will review the material
submitted, render a decision and advise the provider accordingly within a period
of 90 days.

. JUL. ¢
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